University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

1-16-1990

Argentina: Notes On Economic Situation
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Argentina: Notes On Economic Situation." (1990). https://digitalrepository.unm.edu/notisur/3900

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 071460
ISSN: 1060-4189

Argentina: Notes On Economic Situation
by John Neagle
Category/Department: General
Published: Tuesday, January 16, 1990
On Jan. 1, the government decided to exchange seven- day deposit accounts with 10-year dollar
denominated government bonds known as BONEX. The aim was to curb inflation (4,923% in 1989),
and to reduce the supply of australs (devalued 99% in the past year). The Jan. 1 economic plan
includes pledges to reduce the budget deficit by privatizing state-owned industries, including
the nation's railways, and state administration reforms. Jan. 4: President Carlos Menem signed
decrees authorizing the closing of six inter-city passenger railway lines, the transfer of railway
company personnel to other government-run enterprises, and the layoff of those close to retirement
age. Approximately 1,500 railway employees will be affected. According to Public Works Minister
Roberto Dromi the objective is to prioritize cargo railway transport. He added that intra-city
passenger transport will be maintained, while medium and long distance rail passenger transport
will be transferred to automotives. Jan. 5: President Menem signed a decree opening up the formal
bidding process for privatizing the state-owned telephone company. Jan. 10: Interest rates rose to
80% and the local stock market dropped 40% compared to a 4% gain earlier in the week. Several
banks could not supply australs to their clients or did so in a limited quantity. Jan. 11: Buenos Aires
financial markets opened with the dollar buying 1,400 australs compared to 2,500 10 days previously.
According to the Pagina 12 newspaper, Economy Minister Antonio Erman Gonzalez attempted
to reassure new bond holders on Jan. 11, saying they could use the bonds to pay taxes and debts.
Jan. 12: The reforms require banks to pay out the equivalent of $700 million per month in interest
payments and other obligations, according to President Carlos Menem. Menem called on banks
complaining about inadequate quantities of australs to meet their obligations, including payrolls,
with US dollars: "I tell them to begin to take dollars of out the mattresses they evidently made from
this immoral interest rate of 600% per month, and to repatriate the dollars sent out of the country."
Argentina's two major parties, the Radical Civic Union and the Justicialistas, agreed on the need
to establish a "governability pact" to cope with the country's socio-economic crisis. Radical party
president Raul Alfonsin, and Justicialista counterpart Antonio Cafiero, met with Interior Minister
Julio Mera Figueroa. The Radicals have insisted that creating a prime ministership is necessary
to preserve the presidential institution. The governing party rejects this "necessity," arguing that
it will only limit presidential powers. In a communique, Alfonsin called on the government to
reduce prices on basic foodstuffs, and increase the minimum wage to compensate for inflation.
He also asserted that the major cause of Argentina's economic crisis was the foreign debt. Jan.
13: Health and Social Welfare Minister Eduardo Bauza stated that the finance sector was slowing
the implementation of the government's economic plan. Bauza told reporters that in recent years
institutions entering into bankruptcy caused $15 billion in losses to the government, equivalent
to a quarter of Argentina's foreign debt. Next, he said that according to Central Bank data, as of
September 1989, domestic financial institutions owed the Bank almost $7 billion. In statements to
reporters, President Menem dismissed the possibility of social upheaval similar to the riots of last
May. However, Menem said, April and August 1990 will be difficult months for Argentines. Over
the weekend, several thousand poor residents of the La Matanza municipality, located in western
Greater Buenos Aires, were dissuaded from looting retail stores by local police and government
officials. Justicialista Deputy Luis Martinez said the crowd was turned back with promises to
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normalize food supplies as part of an emergency assistance plan consisting of the distribution of
food staples and coupons redeemable for foodstuffs. The plan is to be implemented in the capital,
Rosario and other major cities. [Basic data from Radio Nacional (Argentina), 01/05/90; AFP, 01/11/90;
Notimex, 01/12/90, 01/13/90]
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